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Q.

Under the revised FY2026 forecast, both the Retail Market and Food Service segments in Japan shift from significant profit
growth in the first half to projected profit declines in the second half. Is the increase in costs resulting from the situation in
the Middle East the main factor behind this? Also, even after taking the change in exchange rates into account, what is
behind the substantial improvement in profit expected in China in the second half?

A.

The main reasons for the projected profit declines in the Retail Market and Food Service segments in the second half are
higher costs resulting from the situation in the Middle East, particularly for containers and packaging materials, and the
benefits of price revisions in the Retail Market segment running their course.
In China, although the market environment remains challenging, our products are being adopted by a broader range of
food service operators and the e-commerce channel continues to perform well, giving us confidence in the business. We
do not expect substantial growth, but intend to steadily maintain and expand the business.

Q.
Please provide a breakdown of the ¥4.5 billion impact from the situation in the Middle East incorporated into the forecast,
including naphtha-derived materials and vegetable oil. Please also discuss measures to mitigate cost increases through
structural reforms in raw material procurement, such as global procurement.

A.

Of the ¥4.5 billion impact from the situation in the Middle East, ¥0.2 billion is expected in the first half and ¥4.3 billion in the
second half. The main factors are containers and packaging materials, as well as crude oil-derived energy costs. We have
already received requests for price increases on containers used for Retail Market mayonnaise and other condiments, cut
vegetables, delicatessen products, and other items, with prices for some items rising by 20% to 30%.
For vegetable oil, we view the global supply-demand balance, including demand for biofuels, as having a greater impact
than the situation in the Middle East. To offset these effects, we are establishing a framework that will enable vegetable oil
and eggs procured by our production bases in the Asia-Pacific region and the Americas to also be used for products
destined for the Japanese market. By establishing a procurement system that does not depend solely on sources in Japan,
we intend to stabilize production by providing a buffer against price surges and supply shortages. Following simulations,
we have begun implementing some of these measures and will proceed with procurement while closely monitoring
exchange-rate movements.

Q. Should we understand the ¥4.3 billion impact from the situation in the Middle East in the second half as representing the
figure currently anticipated by the Company?

A.

We have incorporated a substantial portion of the expected price increases for the raw materials we will use this year. After
fully incorporating the ¥4.3 billion impact, we are aiming to achieve our planned operating income of ¥38.0 billion.
However, the medium- to long-term outlook remains uncertain. Because naphtha-derived materials pass through multiple
companies, there will be a time lag before the costs are passed on to us. We will continue to closely monitor
developments.

Q.

You have explained that you are “countering the headwinds” from the situation in the Middle East, but judging from the
profit plan, it also appears that the impact has not been fully absorbed. Does the plan reflect the higher-than-expected
profit recorded in the first half, or do you intend to absorb the impact through additional measures such as further price
revisions?

A.

We use the expression “countering the headwinds” because we expect to absorb the impact of the situation in the Middle
East through various initiatives and achieve our full-year target of 9% year-on-year profit growth.
No specific price revisions have been decided at this time, but we are not ruling them out as an option.
In the Food Service segment, we expect the benefits of the price revisions implemented in April to continue to some extent
in the second half. For the Retail Market segment, however, the benefits of the price revisions will run their course in the
second half, and we are currently making preparations so that we can consider additional price revisions as warranted by
the business environment.

Q.
Will the initiatives to shift the business in Japan toward value-added products continue? Also, the second-half forecast
appears to call for lower profit in Japan. Even with the impact of the situation in the Middle East, is there not room to
increase profit further?

A.

The cycle of shifting toward value-added products will not suddenly stop. It will continue going forward. There are,
however, two reasons for the projected profit decline in the second half. The first is that the benefits of the price revisions
will run their course. Unless further revisions are implemented, their benefits will gradually fade. The second is the
increase in costs resulting from the situation in the Middle East.
The shift toward value-added products may appear more subdued than in the first half. However, because we are
increasing profit while absorbing ¥4.3 billion in additional costs in the second half, we believe the shift has not stalled and is
in fact steadily gaining momentum.
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Q.
Regarding the priority products in Japan, please provide quantitative results for tartar sauce, Kewpie Half, and processed
egg products. How much progress have these three categories made toward their medium-term targets? Do you expect
them to continue growing as growth drivers from the next fiscal year onward? What is the outlook for the future?

A.

For tartar sauce, we are working toward a net sales target of ¥10.0 billion and expect sales of approximately ¥8.5 billion
this fiscal year. We intend to continue growing sales from the next fiscal year onward and reach ¥10.0 billion in the final
year of the current Medium-Term Business Plan. We will aim to achieve the target at an early stage by increasing sales
across the Retail Market, Food Service, and Delicatessen channels, strengthening the product itself, and launching new
products for household use.
Following its relaunch as an egg-yolk-based product, Kewpie Half has grown 5% compared with its predecessor product.
The product has been on the market for many years and has undergone a variety of renewals. This time, amid the price
revisions, the shift to the egg-yolk-based product has driven significant growth and contributed to earnings. Although this
was also technically challenging, we believe the growth effect will continue for some time. To sustain growth beyond that,
however, we recognize the need to further enhance the product’s value.
Processed egg products are growing overall and also contributing to profit. Scrambled eggs in particular have been highly
rated amid increased inbound tourism demand and rising demand from hotels and restaurants, and we are working to
expand sales while streamlining operations.

Q.

The business in Japan appears to be performing strongly in terms of both sales and profit, and the success rate of product
development also seems to be improving. Please discuss the product development and marketing initiatives that are
driving top-line growth. Also, from the perspective of improving profitability, what effects has the renewal of the core
system had on management and improving profit margins?

A.

Previously, we faced challenges in nurturing products after launching a large number of items. We have now narrowed the
number of launches and are concentrating management resources on the most promising products. As a result, we can
reduce development time and costs while focusing sales activities and advertising on selected products. We have also
established a Marketing Division to centrally manage the Retail Market and Food Service segments. This enables us to
nurture products across markets while, at the same time, a company-wide system for developing products from the
customer’s perspective using data is becoming firmly established.
Regarding the benefits of renewing the core system and using AI, the transition to SAP and the strengthened organization
centered on the Digital Transformation Division have improved data visibility, allowing us to assess profitability more
effectively and make management decisions faster. In marketing as well, the use of AI agents for simulations and other
applications is rapidly advancing data-driven decision-making and contributing to improved profitability.
We can now focus on further refining our stronger products, and the success rate of product development has also
improved. Going forward, we will use the capabilities developed through these initiatives to take on the challenge of
creating new categories.

Q.
What were the factors behind the downward revision to the full-year net sales plan for the Americas, and what is the
outlook for recovery from the second half onward? Also, what is the current sales mix between KEWPIE-brand products
and co-packing products, and how do you view the strategy going forward?

A.

The main reasons for lowering the full-year plan were the temporary decline in sales of KEWPIE-brand products in Q1 and
weak performance in the co-packing products business. In the second half, branded products are expected to grow solidly,
while co-packing product sales are unlikely to recover immediately and are expected to remain challenging compared with
the previous year.
In addition to the delayed ramp-up of the new Tennessee Plant, rising inflation in the United States has had a major impact
on the decline in co-packing product orders. Our policy is to provide high-quality products at appropriate prices, but inflation
made higher-priced products more difficult to sell, resulting in sluggish sales. In addition, some customers shifted
production to other manufacturers as part of cost-cutting measures prompted by declining sales.
However, net sales in local currency have turned positive since Q2. Net sales declined by approximately 7% to 8% in the
first half, but we expect growth of approximately 15% to 16% in the second half and are forecasting a 5% increase for the
full year. The situation for branded products and co-packing products is as follows. (The current sales mix is approximately
1:1.)
[KEWPIE-brand products] Exports from Japan, which accounted for a large year-on-year difference, are recovering from
the temporary decrease in sales. New business discussions are also progressing, and sales are approaching the level we
had expected for the second half. As a result, we expect growth of more than 30% in the second half and double-digit
growth for the full year. We believe we can achieve even stronger growth next fiscal year.
[Co-packing products] Given the U.S. economic environment, we have moved beyond pursuing orders indiscriminately and
are now carefully selecting projects that create value for both our customers and Kewpie. At the same time, co-packing
products remain important to the efficient operation of the plant, and we have no intention of withdrawing from the
business. We are carefully pursuing business discussions primarily with customers that value quality. Although some
production was shifted to other companies, some customers are beginning to return to us because of quality
considerations. Through these initiatives, the business will steadily recover.
Going forward, we expect the proportion of branded products, which are growing steadily, to increase. Next fiscal year, we
expect the co-packing business to recover and the growth in branded products beginning in the second half to contribute
for the full year, giving us confidence that the Overseas business can grow at a CAGR of more than 10%.



Q.
How do you view the competitive environment in the Americas, including major global competitors, and how will Kewpie
leverage its strengths? Also, what is the aim of expanding the lineup with new products such as spicy mayonnaise and
organic mayonnaise, and how has the market responded so far?

A.

Competitors have launched “Japanese-style” mayonnaise, but customers currently choose “Kewpie” rather than the
category itself. Based on what we have observed, these products have had no significant impact. Assuming that
competition will remain intense, we believe it is important to deepen our commitment to our mayonnaise products and
further enhance our competitiveness.
Our lineup expansion does not change our policy that Kewpie Mayonnaise and Deep-Roasted Sesame Dressing are our
core products. At the same time, markets and customer needs are diversifying, and customers are seeking a broader
range of proposals. As Japan’s leading mayonnaise manufacturer, we are using our technology for developing diverse
mayonnaise products to create products that expand the market efficiently while maintaining the position of our core
products.
Spicy mayonnaise is one example. It combines spices with technology developed for Kewpie Mayonnaise and has
received a stronger-than-expected response from the market. Once we have accumulated sufficient sales results, we
expect to be able to provide specific details on the outcomes achieved.

Q.
We recognize that the cost increase resulting from the situation in the Middle East will also be quite substantial next fiscal
year. Taking the latest conditions into account, how do you view the balance between higher costs and the shift toward
value-added products, and how will you respond going forward?

A.

Price revisions are ultimately only one possible measure. We are making preparations so that we can implement them if
conditions change, but have determined that this is not the time to do so. At present, our priority is to absorb the higher
costs using the capabilities we have developed, while responding in a balanced manner.
For the next fiscal year, however, both the forecast figures and our approach will vary significantly depending on the scale
of the impact from the situation in the Middle East. As the accuracy of the available information improves, we intend to
present an organized assessment either with the Q3 results or at the full-year results announcement.

Q.
How do you view operating income for the next fiscal year? The forecast is ¥38.0 billion for this fiscal year and the target is
¥45.0 billion for the final year of the Medium-Term Business Plan. Is it accurate to assume that the Company is targeting
approximately ¥41.5 billion, taking a figure midway between the two? Please also discuss the factors that will boost profits.

A.

The targets in the current Medium-Term Business Plan have not changed. If we achieve operating income of ¥38.0 billion
this fiscal year, approximately ¥41.5 billion next fiscal year would be one benchmark for progress. While monitoring the
external environment, we first intend to reliably exceed ¥40.0 billion in operating income next fiscal year and then build
toward the final target of the Medium-Term Business Plan.
One factor affecting profit will be trends in vegetable oil prices. Because we procure vegetable oil through futures
contracts, we have been able to limit the impact to some extent this fiscal year. However, soybean oil prices have risen
sharply due to the situation in the Middle East, demand for biodiesel, exchange rates, and other factors. Although we are
pursuing various procurement measures for the next fiscal year, we expect the impact of higher costs to be greater than
this fiscal year.
To overcome these cost increases and build profit, we will further improve profitability in Japan while taking the business
environment into account and absorb the impact of higher raw material prices. Overseas, we expect profit to exceed this
fiscal year’s level, based on continued growth in the Americas and sustained strong performance in the Asia-Pacific region.
We will steadily advance the initiatives required to achieve these targets.

Q. Could the Company accelerate its financial strategy further and improve ROE more quickly? A target of 10% ROE in five
years gives the impression that improvement will be slow. Please explain your thinking.

A.

We recognize ROE improvement as an important issue. We do not consider a five-year timeline for achieving 10% ROE to
be fast, and we are aiming to reach it sooner.
First, we will steadily deploy the funds we hold into growth investments while also pursuing various shareholder return
measures. The total return ratio is progressing steadily in line with the current plan, and we will continue this approach.
We are also working to compress the assets we hold. During the first two years of the current Medium-Term Business
Plan, we announced two plant closures. We have formulated a plan covering all four years of the Plan and intend to make
further announcements sequentially from the second half onward. We will improve asset efficiency through these and other
initiatives that cannot yet be disclosed.
In addition, we will aim to improve ROE by concentrating management resources in value-added areas, raising profit
margins, and further strengthening our earning power. We first intend to achieve the 8.5% ROE target in the current
Medium-Term Business Plan ahead of schedule and use that progress to realize 10% ROE at an early stage.

Q. Over the medium term, approximately three to five years, how high do you intend to raise the profit margin of the business
in Japan? As a result, do you also intend to aim above the 8.5% ROE target?

A.

By carefully selecting and prioritizing categories and pursuing other measures, we intend to raise the operating income
margin in Japan to 9% to 10%. If we reach that level, we expect to be able to sustain very strong growth.
We are intensely focused on the 8.5% ROE target as the minimum goal under the current Medium-Term Business Plan.
Once we have sufficient confidence in achieving 10% ROE over the medium to long term, we intend to present our next
target to everyone.

*This document does not contain a complete record of all questions and answers from the briefing and has been edited by
the Company.
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